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.CURRENT  SEkih..  KEC0RD< 
New    technology    and    dynamic    changes    characteristic    of   the    dairy  industry  during  this  past 

decade   can   be    expected   to  continue  during  at  least  the  next  few  years.  They  occur  so  rapidly 

that  producers  and  processors  continuously  are  adapting  their  operations  to  new  developments. 

Under    such   conditions,    the    industry   has  particular  need  of  information  regarding  changes  in 

milk  production,  consumption,  and  industry  structure  together  with  estimates  of  prices,  costs, 

and  available  resources. 

The  projections  in  this  outline  provide  some  of  tne  information  necessary  for  planning.  These 
estimates  essentially  are  extensions  of  present  trends.  They  are  based  fundamentally  on  the 
assumptions  that:  (1)  Current  levels  and  methods  of  price  support  will  be  in  operation  through 
1967;  (2)  the  growth  rate  of  the  whole  economy  and  the  rate  of  technological  development  of 
the  dairy  industry  will  continue  at  about  present  rates. 

These  projections  are  in  no  sense  forecasts.  They  should  be  interpreted  only  as  estimates  which 
are  necessarily  tied  closely  to  the  above  assumptions.  Price  levels  and  support  programs  for 
dairy  prices  are  subject  to  substantial  changes.  Economic  conditions  may  vary  from  the  steady 
growth  pattern  inherent  in  these  projections.  They  have  been  prepared  at  the  request  of  the 
Federal  Extension  Service  for  use  in  discussing  the  dairy  situation  with  farmers. 
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FIGURE  1 

Milk  production,  which  increased  since  1959 
would  amount  to  about  127.5  billion  pounds  in  1963 
(Fig.  1).  Cow  numbers  would  decline  more  rapidly 
after  1962  than  they  did  from  1959  to  1962.  Aver- 
age annual  milk  production  per  cow  would  con- 
tinue to  rise,  but  the  annual  increase  would  fall 
below  the  200-pound  rate  of  1952-61  as  production 
per  cow  approaches  8,000  pounds  per  year.  In 
1967,  milk  production  would  be  about  126  billion 
pounds  from  around  15.5  million  cows  producing 
over  8,000  pounds  of  milk  per  cow. 


A  decreasing  proportion  of  production  would 
be  used  on  farms  as  milking  herds  become  larger 
and  fewer,  and  as  less  milk  is  used  for  feeding 
livestock. 

From  1954  to  1959,  the  number  of  farms  pro- 
ducing milk  declined  about  one-third,  and  the 
proportion  of  small  herds  decreased  sharply.  These 
trends  have  continued  through  1962  and  would  last 
through  1967  (Fig.  2).  These  shifts  are  leading  to 
more  specialization  in  milk  production — more  milk 
produced  per  man  year  and  lower  costs  in  terms  of 
physical  inputs  per  hundred  pounds  of  milk.  The 
trend  toward  specialization  is  having  a  significant 
effect  on  the  increase  in  average  milk  production 
per  cow. 

Because  the  amount  of  milk  marketed  by 
farmers  during  the  next  5  years  would  be  in  ex- 
cess of  the  amount  required  in  the  commercial 
market,  the  levels  of  farm  income  from  the  sale 
of  milk  and  cream  would  depend  largely  on  the 
level  of  price  supports  and  kind  of  support  pro- 
gram. If  the  current  support  program  were  as- 
sumed to  continue  with  support  prices  at  this 
year's  levels  of  $3.11  per  cwt.  for  manufacturing 
milk  and  57.2  cents  per  pound  for  butterfat,  cash 
receipts  from  sales  of  milk  and  cream  would  be 
around  $4,800  million  in  1967  (Fig.  3). 
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Total  civilian  consumption  of  fluid  milk  and 
cream,  in  terms  of  whole  milk  equivalent,  makes 
up  almost  half  of  the  total  consumption  of  dairy  pro- 
ducts. It  would  remain  about  stable  over  the  next 
several  years,  and  perhaps  decline  slightly  by 
1967  as  per  capita  use  continued  to  fall.  Per  capita 
use  would  fall  from  about  312  pounds  in  1962  to 
about  285  pounds  in  1967.  The  sale  of  skimmed  milk 
and  low-fat  fluid  products  is  increasing,  and  the 
average  butterfat  content  of  fluid  milk  and  cream 
products  is  falling.  Therefore,  in  spite  of  lower 
consumption  on  a  milk  equivalent  basis,  more 
pounds  of  fluid  products  would  be  sold  in  1967  than 
in  1962. 


FIGURE  2 


Farm  Income  from  Milk  and  Cream 
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The  amount  of  milk  used  for  manufactured 
dairy  products  in  1967  would  be  about  the  same  as 
in  1962.  Declining  consumption  of  butter  and  evap- 
orated milk  limits  the  possibility  of  gains  in  com- 
mercial sales.  Ice  cream  and  dry  whole  milk  con- 
sumption, which  is  entirely  from  commercial 
sources,  would  increase.  Commercial  consumption 
of  cheese  probably  will  remain  at  about  the  1961 
level.  Nonfat  dry  milk  consumption  per  person 
would  rise  slowly,  depending  on  the  amount  used 
by  bakers,  meat  packers,  and  other  food  industries. 
Therefore,  the  commercial  demand  for  manufac- 
tured dairy  products  in  1967  would  show  little 
promise  of  substantial  gains  over  1962. 
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FIGURE  3 


Domestic  civilian  consumption  of  milk  from 
both  commercial  and  government  sources,  now 
about  117.0  billion  pounds  of  milk  equivalent,  would 
rise  to  about  118.0  billion  pounds  by  about  1965  and 
be  near  that  level  in  1967  (Fig.  4).  The  increase  in 
total  consumption  would  be  due  to  population  growth 
and  increased  CCC  donations  for  domestic  welfare 
and  the  National  School  Lunch  programs. 

Per  capita  consumption  of  milk  in  all  forms 
has  declined  since  1947.  If  this  trend  continues  dur- 
ing the  next  5  years,  per  capita  consumption  would 
reach  590  pounds  in  1967,  down  about  50  pounds 
from  1962.  Per  capita  consumption  of  both  fat 
solids  and  solids-not-fat  would  continue  to  fall. 
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FIGURE  4 


Since  the  1920' s  use  of  margarine  has  gained 
ground  relative  to  butter,  and  in  1962  an  estimated 
9.3  pounds  of  margarine  were  consumed  per  person, 
compared  with  7.4  pounds  of  butter  (Fig.  5).  Butter 
consumption  would  continue  to  decline.  Use  of 
mellorine,  a  frozen  product  using  vegetable  fat  in- 
stead of  milkfat,  increased  21  percent  from  1957-59 
to  1962,  rising  from  6  percent  of  ice  cream  con- 
sumption in  1957-59  to  7  percent  in  1962.  Ice  milk, 
which  is  a  low- fat  frozen  product,  would  continue  its 
impressive  gains  of  the  past  5  years.  Fluid  skim 
milk  and  low- fat  milk  also  made  spectacular  growth, 
and  instant  nonfat  dry  milk  has  found  increasing 
acceptance  in  homes.  Skim  milk,  low-fat  milk,  and 
instant  nonfat  dry  milk  may  have  displaced  some 
fluid  whole  milk  consumption. 
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FIGURE  6 


Use  of  Low-fat  Dairy  Items 
and  Substitutes  to  Gain 

Change  from  1957-59  Average 
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FIGURE  5 


Prices  of  these  products  tended  to  be  lower 
than  those  they  displaced.  Growth  in  sales  of  sub- 
stitute products  indicates  that  the  demand  for  dairy 
products  may  have  become  more  responsive  to 
price  than  formerly. 

Government  purchases  of  dairy  products  for 
support  purposes  reached  8.2  billion  pounds  of 
milk  equivalent  in  1961  and  will  be  above  10  bil- 
lion pounds  in  1962  (Fig.  6).  Purchases  would  be 
moderately  lower  in  1967,  partly  because  produc- 
tion will  be  lower,  but  also  because  population 
growth  would  increase  the  commercial  market  for 


milk  and  dairy  products  somewhat.  From  1956  to 
1960,  utilization  of  Government  stocks  of  butter, 
cheese,  and  nonfat  dry  milk  kept  pace  closely  with 
purchases.  In  1961  and  1962,  however ,  Government 
purchases  of  butter  and  nonfat  dry  milk  reached  very 
high  levels,  exceeding  amounts  which  could  be  used 
in  available  outlets.  In  spite  of  increased  domestic 
and  foreign  use  of  butter  and  nonfat  dry  milk 
through  various  programs,  Government  stocks 
would  remain  high  during  the  next  5  years. 

The  number  of  plants  processing  and  manu- 
facturing milk  and  dairy  products  decreased  sharp- 
ly during  the  past  15  years,  while  the  amount  of  milk 
marketed  by  farmers  increased  27 percent  (Fig.  7). 
Thus ,  the  volume  of  milk  handled  per  plant  increased 
even  more.  These  trends  would  continue. 


Fewer  Dairy  Plants;  More  Volume  Per  Plant 
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Since  1954,  the  number  of  plants  churning 
butter,  for  example,  decreased  31  percent  to  1,516 
in  1961.  Annual  butter  production  per  plant  mean- 
while   increased    53    percent   to    979,000    pounds. 

In  1958,  the  Census  of  Manufacturers  reported 
a  total  of  5,817  fluid  milk  plants  in  operation,  a  de- 
crease of  13  percent  from  1954,  The  value  of  ship- 
ments per  plant  increased  32  percent  over  the  same 
time  period. 

If  plant  numbers  were  to  decrease  at  compar- 
able rates  through  1967,  a  30  percent  decrease  would 
be  expected  in  the  number  of  plants  making  butter 
and  a  22  percent  decrease  in  the  number  of  fluid 
milk  plants  from  the  1961  numbers.  Volume  per 
plant  would  increase  in  proportion. 


Plants  making  other  dairy  products  are  under- 
going comparable  changes.  Cottage  cheese  and 
ice  cream,  once  largely  produced  jointly  with  fluid 
milk,  are  increasingly  manufactured  in  specialized 
plants.  At  the  same  time,  in  the  manufacturing 
milk  areas,  multiproduct  plants  have  extended 
operations.  With  the  expansion  in  size  of  plants, 
supply  areas  have  widened  and  fluid  milk  mar- 
kets broadened. 


legislatures  to  regulate  milk  prices.  An  increasing 
number  of  States  without  milk  control  laws  are  in- 
directly affecting  milk  prices  through  regulation  of 
sales  of  products  below  cost  and  fair  trade  prac- 
tices. Current  interest  in  milk  pricing  activities 
by  various  States  suggests  continued  growth  of 
such  regulation. 


Federal  Order  Program  to  Expand 
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FIGURE  8 


Federal  order  markets  increased  from  29^  in 
1940  to  83  in  mid-1962  (Fig.  8).  The  program  is 
still  expanding.  However,  in  1967  the  number  of 
orders  would  be  less  than  in  1962.  The  expansion 
of  distribution  areas  causes  nearby  markets  t  al- 
ready under  separate  orders,  to  combine  under  one 
order.  The  possibility  of  regional  orders  already 
has  been  widely  discussed.  In  1967  it  is  possible 
that  the  amount  of  milk  regulated  under  Federal 
market  orders  would  increase,  both  in  actual  vol- 
ume and  as  a  percentage  of  total  milk  marketed. 


Twenty  States,  in  addition  to  the  Federal  Gov- 
ernment, currently  regulate  milk  producer  prices 
(Fig.  9).  And  14  also  regulate  resale  prices.  Since 
January  1,  1960,  three  States — Mississippi,  Ore- 
gon, and  Wyoming — passed  laws  allowing  estab- 
lishment of  minimum  milk  prices.  One  State, 
Rhode  Island,  stopped  pricing  milk.  Bills  have  been 
introduced  in  recent  sessions  of  a  number  of  State 
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